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Hon. Robert L. Oswajpygs o o :
Secretary . MAERETATE, COMIERCE GomuiSsIcH

. Interstate Commerce Commission
" Washington, D. C. 20036

RE: Conditional Sale Agreement made as of April 1, 1976,
filed with the ICC on April 2, 1976, at 2:05 p.m. and
assigned recordation number 8272. ‘

Dear Sirs:.

Enclosed for filing with and recording by the Interstate
.Commerce Commission are six (6) executed counterparts

of a Second Amendment and Supplement dated as of July 30,
1976, to the above referenced Conditional Sale Agreement
‘between SSI Rail Corp., Two Embarcadero Center, San
Francisco, California, 94111, Buyer, and FMC Corporation,
200 East Randolph Drive, Chicago, Illinois, 60601, Seller,
‘covering the following railroad equipment: '

‘100 50'6", 70~-ton capacity, general service, single-
sheath boxcars built by FMC Corporation, numbered
SRN 5000 through 5099, inclusive.:

Identifying marks on all of the foregoing equipment: A?
The words, "Ownership subject to a Security Agree- S <
ment filed under the Interstate Commerce Act, - O e
Section 20c¢," printed on each side of each unit, nﬁqy ~
: ‘ BN

The Seller's interest was previously assigned to The é?m N

Bank .of California, 400 California Street, San Francig®o, & &
California, 94104. The enclosed six (6) executed codnteriig A~
parts of an Agreement and Assignment assign such Bank's . . ©
interest to Citicorp Leasing, Inc., 399 Park Avenue, &y

New York, New York, 10022. The Conditional Sale Agreement,

as amended, is guaranteed by ITEL Corporation, One Embar-

cadero Center, San Francisco, California, 94111, the

parent company of SSI Rail Corp.

Also enclosed are six (6) executed counterparts of an

™ Assignment of Lease and Agreement assigning to Citicorp
S~ | | (1)
TWO EMBARCADERO CENTER SAN FRANCISCO, CALIFORNIA 294111 (415) 983-0123

TELEX 34-0B67  CABLE 58I
SUBSIDIARY OF THE ITEL CORPORATION



'Hon. Robert L. Oswald
August 25, 1976
Page 2.

Leasing, Inc., SSI's interest in its lease of railroad
eguipment with the Sabine River and Northern Railroad
Company dated March 26, 1976 as and only to the extent
that such lease relates to the above referenced boxcars.

Also enclosed is this Company's check in the sum of
$30.00, payable to the Interstate Commerce Commission,
being the prescribed fee for filing and recording the
fore901ng documents. .

Please.return all copies of the enclosed counterparts

with recordation data stamped thereon to the representative
of the office of Sullivan and Worcester, Attorneys at:

Law, Washington, D. C., who will be delivering thls 1etter
on our behalf.

Very truly yours,

- Martin D. Goodman
Secretary

MDG:md
Enc. -

(2)



 OFFICE OF THE SECRETARY ‘

Em;rstute @ummem ﬂ:ommissmu
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- Martim D. Goodmaiiv
SSI Rail Corp. ~ =

“TWO EmbarcaderoJCenter ,
San Francisca, Calif. 94111

)
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g i The enclosed document was recorded pursuant’to the prov1sions
’_of Sect1on 20c of the Interstate Commerce Act, 49 U S.C. 20c, on Sh’ii”?ﬁ

o at ) and ass1gned recordat10n number
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: : RECORDATION NO. ¢
ASSIGNMENT OF LEASE AND AGREEMENT datedw P / 107 11 ““Mﬁ FM
as of July 30, 1976 (hereinafter callOd
this Ass 1Lnnant) by and between SSI MaERe memw*“‘
Corp., a Delaware corporation, (t0q¢t er w1 Gﬂ ”jﬂﬁJMMAﬂmmm
its successors and assigns, belng herelnatter
called S8SI) and Citicorp Leasing, Inc.
(hereinafter called Citicorp).

WHEREAS SS8I has entered into a conditional sale agree-

ment made as of April 1, 1976, filed and recorded with |
the Interstate Commerce Commission and assigned Recordation
Mo. 8272 providing for the construction, sale and delivery
by FMC Corporation and the purchase by S5I of one hundred
(1¢60) s540° 6" 7C~ton capacity, general service, single :
sheath boxcars numbered SRN 5000 through SRN 5099% inclusive
{hersinafter called the Eguipment), amended pursuant

tc a First Amendment and Supplement to Conditional Sale

Zoreement dated June 2, 1976, filed and recorded with

the Interstate Commerce Commission and assigned Recordation

No. 8272B (such Conditional Sale Agreement, as amended,’

nereinafter, together with amendments and supplements

thareto, being collectively called the Agreement); and
{HEREAS SSI and Sabine River and Northern Railroad Comoang

fﬁa elﬂaftpr called the Lessee) have entered into a

lease of railroad boxcars, including the Equipment dated

.as of March 26, 1976 (hereinafter, together with any

amzndments and supplements thereto, being called the
Lease), providing for the leasing by 8SI to the Le%spp of
the Eguipment;.and. -

WHEREAS, the Lease also covers the leasing to the Lessee :
0l uhor borcars nc t inclifed as part <f the Agreem=nt: and

WHEREAS in order to provide security'forlthe obligations

. of SS8I under the Agreement and as an inducement to Citicorp

to purchase the Conditional Sale Indebtedness (as defined

in the Agreement), SSI agrees to assign for security purposes’
its rights in, to and under the Lease to Citicorp as and

only to the extent that the Lease relates to the Equipment;

NOW, THEREFORE, in consideration of the pa{montv to be
made and the covenants hereinafter mentioned to be kpot
and performed, the parties hnreto agree as follow”~

1. 88I hereby assigns, transfers and sets over unto
Citicorp, as collateral security for the payment and
performance of $8I's obligations under the Agreement, all
of 88I's right, title and interest, powers, privileges
and other benefits under the Lease as and only to-the

(1)




- extent that the Lease relates to the Equipment (subject

to such rights Lessee may have under the Lease to elect

to collect such Rental Charges [as defined in the Lease]
and/or setoff against such Rental Charges and other moneys
or have paid by 8SI all costs, expenses, fees or charges
incurred by Lessee in connection with 88I's obligations
under the Lease which are assumed or paid by Lessee),
including, without limitation, all rights to receive

and collect all rentals, profits and other sums payable

to or receivable by SS8I from the Lessee under or pursuant
to the provisions of the Lease to the éextent the sanme

are payable in respect to the Eqguipment whether as rent,
casualty payment, indemnity, ligquidated damges or otherwise
(such moneys being hereinafter called the Payment); provided,

or any event which with notice or lapse of time or both-
could constitute such an Event of Default, shall occur,

it is understood that $SI shall be entitled to collect
and receive all such Payments and to make all waivers

and agreements, to give all notices, consents and releases,
to take all acticn upon the happening of an Event of
efault specified in the Lease, and to apply all payments
to which S5I is entitled to the payment of any and all

of 551I's obligations under the Agreement. In furtherance
of the foregoing assignment, but subject to the foregoing
provisions of this paragraph, SSI hereby irrevocably
uthorizes and empowers Citicorp in its own name, or

in the name of its nominee, or in the name of S§SI or

as its attorney, to ask, demand, sue for, collect and
receive any and all Payments to which SSI is or may become
entitled under the Lease, and to enforce compliance by .
the Lessee with all the terms and provisions thereof.

es}

}
v

Whenever *“he Leoase covers other boxcars not innluded as
part of the Equipment and the amount ol any payment due

to SSI under the Lease is calculated on an aggregate basis
for all boxcars leased. thereunder, for the purposes of
this Assignment an amount egual to the Assigned Fraction
(as hereinafter defined) of each such payment shall be
deemed to be payable with respect to the Eguipment, including,
without limitation, (i) to the extent aforesaid, all _
moneys due and to become due to SSI under or in connection
with the Lease, whether as car hire payments (including
both straight and incentive per diem), mileage charges or
other rental revenues, payments in connection with damage to -
or destruction of any boxcar, claims for damages or other-
wise, (1i) all rights and powers of SSI under the Lease

to exercise any option, to consent or make any wailver or
agreement or to take any other action with respect to any
unit of the Equipment, and (iii) all rights and claims

"of 8SI to insurance proceeds with respect to any unit of .

the Equipment. The term "Assigned Fraction" as used

(2)



herein shall mean a fraction the numerator of which shall
be the number of boxcars. comprising the Eguipment and

the denominator of which shall be the aggregate number

of boxcars at the time leased under the Lease.

2. This A851gnm@nt is executed only as security for
the obligations of SSI under the Agreement and, therefore, .
the execution and delivery of this Assignment shall not
subject Citicorp to, or transfer, or pass, or in any
way affect or modify, the liability of SSI under the
Lease, it being understood and agreed that notwithstanding
this Assignment or any subsequent assignment, all obligations
of SSI to the Lessee shall be and remain enforceable
by the Lessee, its successors and assigns, against, and
only against, SSI or persons other than Clticorp. '

3. To protn&t the security afforded by the Asalgn-
ment, S5I agrees as follows: -

{a) S8I will faithfully abide by,'perform and
discharge each and every obligation, covenant
and agreement which the Lease provides is to be
performed by 8S5I.

(b) At 881's sole cost and expense, 5SI will
appear in and defend every action or proceeding
arising under, growing out. of or in any manner
connected with the obligations, duties, or
liabilities of 58I under the Lease. ‘

(c) Should 881 fail to make any payment or to
do any act which this Assignment requires SSI
to make or do, then Citicorp, but without
obligation so to do, after first making written
demand upon 85I and affording $8I a reasonable
period of time within which to make such payment
or do such act, but without releasing S8I from
~any obligation hereunder, may make or do the
same in such manner and to such extent as
Citicorp may deem necessary to protect the securltj
provided hereby, including specifically, without
limiting its general powers, the right to appear -
in and defend any action or proceeding purporting
to affect the security hereof and the rights
~or powers of Citicorp, and also the right to
perform and discharge each and every obligation,
covenant and agreement of SSI contained in the:
Lease; and in exercising any such powers, Citicorp
may pay necessary costs and expenses, employ
counsel and incur and pay reasonable attorneys'’
fees, and S$SI will reimburse Citicorp for such
costs, expenses and fees. :

(3)



. 4, Upon the full discharge and satisfaction of all
S8I's obligations under the Agreement, this Assignment
and all rights herein assigned to Citicorp shall terminate,
and all estate, right, title and interest of Citicorp in
and to the Lease ahalL revert to 8SI. ' B

5. 88I will, Erom time to time, do and p@rform any
other act and will execute, acknowledge, deliver and-
file, register, deposit and record (and will refile,

rergister, rerecord or redeposit whenever required) any

and all further instruments reguired by law or reasonably
requested by Citicorp in order to confirm or furthar

‘assure, the interests of Citicorp hereunder.

6. In the Event of Default'under the Agreement; _
Citicorp may assign all or any of the rights assigned to
it hereby or arising under the Lease, including without
limitation, the right to receive any Payments due or’
to become due. In the event of any such assignment,
any such subseguent or successive assignee or assignees
shall, to the extent of such assignment, enjoy all the
richts and privileges and be subject to all the obligations
of Citicorp hereunder. Citicorp will give written notice
to 58I and the lessee of any such assignment.

7. This Assignment shall be governed by the laws of
the State of New York, but the parties shall be entitled to
all rights conferred by Section ?OC of the Interstate :
Commerce Act. ‘

IN WITNESS WiHEREOF, the parties hereto have caused this
instrument to be executed in their respective corporate
names, by officers thereunto duly authorized, and their
respective ccroorate seals to be affixed and duly attested,
a1l as of the date [first above writtern.

SSI RAIL.CORP. . [~

Vlce Pre51dent
[Coroorate S@all

) At?est.

[Corporate Seall

| , AR/ /=TS
“{ : Vice"Prf51dent
. !

)

e t““”“ Ao |’ \ (,..-‘ J‘T " .
R e i b
PO, Vg

Aﬁvlstbnt Secretary - (4)



STATE OF CALIFORNIA)
)
CITY AND COQUNTY OF )

SAN FRANCISCO )
On this wil;; day of ﬁhuwwnnt + 1976, before me
personally appeared jpntyick. B. McWanus , to

me personally known, w
he is Vice President of
seals affixed to the £
seal of said corporati
and sealed on begshalf o
its By-laws, and he ac

ho, bmlng by me duly sworn, uays that
£ 8§81 RAIL CORP,, that one of the
oregoing instrument is the corporate
on and that said instrument was signed
f said corporation by authority of
knowledged that the exescution of the

foregoing instrument was the free act and deed of said

corporation.

M‘Iﬂwmmmwﬂliﬁ!»ﬁlfﬂlﬂﬂ!ﬂ!ﬂlllmIIIFllIIIl1‘Illl’ll!ll’lllll'\ll\ll\ll\llﬂllll!l!WI"II'IIIIRi’wllll'!llllllllll\ll‘mlﬂll\
QPRI 1,»1, SEAL

TERRY 1., RUSSE & Vo ? -~
H ‘( Mo érf: .rh tornia & "~ )’,} ...... T g O AL \”“ " ‘(~ "’
§§ By i n i -lim “\luqll “””!'U; : N tdry Public
iosrssnnesadp DIGD @ i nﬁﬁul “ lmﬁ@ra s;luv-llln A 1II|i| """"
. wﬂrf ~.1[f \ " ‘(‘\ ] \,‘ ( Y
My Commission expires: L [ /g™
U ’
STATE OF . ‘/éi-':"-;giﬂ‘.c..ﬂ' ‘41!-;;"7,1:)4”' }‘: ))
COUNTY OF /g, & fort)
Doy TW W ‘

On this giﬂm_ day of [TUAYST r 1976, before me

personally appeared DAL P ew, | .A“WLMNm%i , to

me personally known, who, being by me duly sworn, says

that he is Vice Pregident of - CITICORP LEASING, INC.,

that one of the seals
is the corporate seal
instrument was signed
ation by authority of:
that the execution of
free act and deed of

[Notarial Seal]

My Commt sion expires:

affixed to the foregoing instrument
of said corporation and that said
and sealed on behalf of said corpor-
its By-laws, and he acknowledged

the foregoing instrument was the -

said corporation.

.ay

rd
v y
:‘..;sﬂ"’% o f e ‘1'

ummmnmuﬁﬁﬁaff Public
Notary Publle, State of New York
No. 4511643 Qualified In Bronx Co.
Cort, Filed in New York Counly
Commission Expires March 31, 1977




LEASE AGRELMINT

gy

N g ¢ THIS LEASE AGREEMEUT, made as of this .¢- day of

"2, 1976, among ITEL CORPORATION, a Delawarce corporation,

SSI. PATL CORP., a Delaware corvoration, Two Embarcadero Center,
San I'rancisco, California 94111 ("$5I") as Lessor and SABINE RIVER
& MNORTHERN RAITROAD COMPANY, a Texas corporation (the "Lessee"),
as Legsee. ' PR .
: _ : |
1. Scope of Agreement : S :
A. SS8T agrees to lease to Lessee, and Lessee agrees to .

lease from S8I, a minimam of one hundred ({100) boxcars of the tyves
and descripticns as set forth in any lease schedules executed by
the parties ceoncurrently herewith or from time to time hereafter
and made a part of this Lease Agreement. The scheduled items of
eguipment i inafter called colliectively the "Boxcars." The
word "Sch used herein includes the Schedule exscuted con-

’ml

currently by and all additional Schedules and amendments thereio
for Roxcars of which when signed by both parties shall be a
art of thi , A : -

his Lease Agreement,

B. It is the intent of the parties to ‘this Lease Agree-
that 887 shall at all times be and remain the lessor of all
xcars. Lessee agrees that it will at no time take any action
Zile any document winich is inconsistent with the foregoing in-

o}

-
ent and that it wil

1 take such action and execute such documesnts
s may be necessary to accomplish this intent.
2. Texrm

A. This Lease Agreement shall remain in full force
until it shell have bzen terminatsed as to all of the Poxcars. The
term of a lease with respect to each Boxcar shell be for ten (10)
vears conmancing upon the date of delivexry of such Boxcar as set
in Section 3A hereof. : - .

: B. If this Lease Agreement has not been earlier ter—
minated and no default has occurred and is continuing, the 'l t
with respect to each Boxcar shall be autcmatically extended for up
to ten (10) consecutive periods of twelve months subseqguent to the
initial ten (10) vear period; provided, however, that S5I or Lessee
may terminate this Lease Agreenent, after expiration of such initial
period or anv extensicn thereof, by twelve (12) months notice in
writing delivered to the other. R

3. Supply Provisions

A. SSI will arrange for the purchase of Boxcars cconforming
to the specifications set forth in the Schedule and to all applicable
governmental regulatory specifications. During and after manufacture

- -

of tha PRoxcars, © wiill at its own cost and exvense, cause the  Box-
cars to be instocted in accordanca with applicable governnment and
AAR regulaticns. S5 shall certify in writing to Lessee eacn
Boxcar conforms to the specifications set forth in the Schedule and
to all avplicable governmental regulatory specificatiens. S8I will
accept delivery thereof at the manufacturer's facility and shall ~
notify Lessee in writing of such accoptance.  The Boxcars shall be
noved to Lessen's railroad line at no cost to Lessee as soon after

acceptance by SSI as is consistent with mutuval conwvenience and




.charges set for

,to,leabm such

o

( ]

‘economy. MNotwithstanding that Lessee may not have immediate physical

possession of the Boxcars, Lessee agrees to pay to SSI the rental

th in this Lease Agreemsnt. To move the Boxcars to
Lessee's railroad line and insure optimal use of the Bozcars after
the first loading of freight for each Boxcar on the railroad line

of Lessee (the "initial loading"), SS5I agrees to assist Lessee in
munltorlng DBoxcar moverents and, when deemed necessary by Lessee and
51, to issue movement crders to other railroad lines with respect
to such Boxcars in accordance with ICC and AAR interchange agreenents
and rules. : ' R '

B. essee agrees that so long as it shall have on lease
cne or nore tvpes of Boxcar, it shall not lease boxcars from any
other party (excop% Owens—Illinois, Inc. or a subsidiary thereof)

-unless it shall have leased the minimum 100 Boxcars requlreq by this

Lease Agreement. Once the minimum 100 Bouxcars shall have been leased.
by Lessee, it shall then not lease boxcars from any other party

gt 9

(e cspt Owens-Illinois, Inc. or aAoubaluiary thereof) unless it shall

“have given 881 at least forty-five (45) days prior written notice

of its desire to

boxcars and 55T vmall then have the opportunity
to Lessee (subject to the terms and conditions
=nt and manufacturer's delivery schedules) and
rﬂrab1~ to Lessee than that offered by such other
;q, however, shall no: be deemed to 0rohibi+

rom other parties 1f 85I cannot equal the lease
other parties. Notwithstanding the purchase

of this
at terms
_F)"l y"*— ' Ab“

Less

}‘h }a.

bt

et

Cad N L= (D

ase ox direct interchancge of boxcars from other
1 give prefererice to $8I and shall load the
531 prior to lOHanq other boxcars (except (1)
e ATLBOX where Lessee is reguired to give preference
the action of any legislative body or regulatory or govern-
v, and except {ii) boxcars assigned to Lessee's service
to existing agreements or leases); provided, however, that

+his shall in no event prevent or prohibit Lessee from fulfilling
its obligations to provide transportation and facilities upon reason-
able reqguest therefor to shipp@rs on its railroad tracks. '

‘C. Additional Boxcars may be leased fron 581 by Lessee
only upcn the mutual zgreement of the parties hereto. Upon such
agreement, such additional Boxcars shall be identified in Schedules
to this Lease Agreement and shall benefit from and be subject to

this Lease Acreement upon execution of the Schedules by SSI and Lessee.

D. In the event during the term cf this Lease Agreement
any Boxcar becomes for any reason and in the sole determination
of Lessee no longer available to Lessee for its intended use, the
any such Boxcars shall be deleted from the Schedule. ' '

4. Railrcad Markings and Record Xeeping

: A. B8SI agrees that on or before delivery of the Boxcars
to L“FSGL, the Boxcars will be painted in the colors des ignated by -
Lessee and lettered with, in addition to the raillroad markings of
Lessec, the name and/or other insignia used by Lessee. = Such nane
or insignia shall comply with all applicable regulations and shall
be affixed to the Doxcars with a widith not areater tHJn seven (7)
feet. '

‘B. Lessee shall, or if requested by Lessee, SSI shall,

durinq the term of this Lease Agreement preparc all documents for

Lessee's signature and filing relating to the registration, ajuton-

ance dnd record keeping functions normally performed by Lessse wi Lh

espect to the Roxcars. Such matters shall include but are nobt .

limited to the preparation of the :QLlcwing,“ﬂcumwntﬁ: {1} appropriate
-

-



AAR interchange agrecments with respect to the Boxcars including
~an application for relief from AAR Car Service Rules 1 and 2 (at
Lessee's option): {11} registration for each Boxcar in the Official
~Railway Equipment Register and the Universal Machine Language Bguip-
‘ment Register; and (iii) such reports as may be requ‘lcd from time
to time by the ICC and/or other regulatory agencies with respect

to the Boxcars. : v ‘ ' -

- C. Lessee shall, or 3“ r@qweatcd by ILessee 85I shall, _
perform all record keeping functions related to the use of the Box~— .
cars by Lessee and other railroads in accordance with AARR rallroad
interchange agreements and rules such as car hire reconciliation.
Correspondence from railroads using such Boxcars shall be addrowsed
to Lessee at such address as Lessee, or S8I at Less ee's requﬂﬁ
shall select. ’ :
D. All record keeping performed by SSI or Lessec hereunder
and all record of payments, charges and correspondence related to B
the Boxcars shall be separat;iy recorded and maintained by S$5I or
Lessee in form sultable for reasonable inspection by the other party
from time to time during regular business hours of the party who is
maintaining t ecords. Lessee shall supply S$SI with such reports
rbqaralng of Roxcars by Lessee on its -railroad line as 8SI
" may reas : '

11 pay all costs, expenses, fees or charges in-

with the use and cperation of ‘each Boxcar durinc
eny extension therecof, including, but not limited
eoalrs, maintenence and servicing, unless such pay- -

e
:} ’.:-

ned by the fault of Lessee while a Boxcar was in
zsion of Lessee.,  Lessee shall ke responsible to-
5 interchanged to it to insure that such Boxcars
g crder and condition and shall be liable to &8I
reguired 1age not noted at the time of inter-
herebv t ers and assigns to SSI for and during

]
o]
9]

h Boxcar any right, title and interest in any
i ect of the Rowcars. All claims or actions

%
0]
',.J
el
=
®

9

e

P
on ! ascigned shall be made and prosecuted by S35I at
its Soie expens& and Lessee shall have no oblidgation to- -make anv
claim on such warranty. ~Any recovery under such warranty shall be
made payable to S5I. All proceeds from such recovery shall be used
by 8SI to repalr or replace the PRoxcars. ’

B. Lessee may make running repairs to facilitate con-
tinued immediate use of a Boxcar, but shall not otherwise make any
alterations, improvements or additions to the Boxcars witlout 88I's
prior written consent. If Lossee makes an alteration to any Roxcar
~without $8I's prior written consent, Lessee shall be liable to
$8I for any revenues lost due to such alteration. Title to any such

alteration, lmJVOV““qﬂ* or addition oc cuwrlnq in the course of, or

as a result of, normal and customar} maintenance shall be and remailn
with SSI. _ o

st of and at the expense of SSI, Lessee

ary maintenance and repalrs to on:ars on

s rairozd tracis as way be reasonably reguested by 5SI and

Lessee, in 1ts opinion, has the ca pdbilltv to perform. S§
shall also make, alt 1ts expense, all alterations, modifications or
ronlacomcﬂt of parts, as shall be necessary to maintain the Boxcars
in good uQC“i“LHq condition throughc ut_bdc term of the lease of such

Boxcars. T : _

C. - Upon

shall perform any r
o )
R

W




: D. S83I will at all times while this Lease Agreement is in
effect and at its own cxpense causé to be carried and maintained
“econtingent liability insurance in amounts and coverage satisfactory
to Lessee. Such insurance shall be taken out in the name of S$SI and
Lessee as thelr interests may appear. The policies ox certificates
shall provide that there shall be no recourse against Lessee for the
payment of premiums, and shall provide for at least ten (10) :
business days' prior written notice to be given to Lessee by the
"underwriters in the event of cancellation. If 5SI shall default
. in the payment of any premium in respect of any such insurance
-policies, Lessee may, but shall not be obliged to, pay suca premium,
and if Lessee does so, Lessee shall cdeduct the amount of such
premium or premiums from the Rental Charges. ' '

~ E. Lessee will at all times while this Lease Agreement is
in effect be responsible for the Boxcars while they are on Lessee's
railroad tracks in the same manner that Lessee is responsible under

nt Code of Car

Rule 7 of the "AAR Car Service and Car Iire Agreen
Service Rules
oparating on Le

the conseguences of an event of loss involving the Boxzcars by either
-obtaining insu or maintaining a self insurance program which
conforms to sound actuarial principles. If Lessee elects to carn
insurance, it shall furnish S$S5I concurrently with the execution here-
of ¢ thereafter at intervals c¢f not more than twelve (12) calendar
mont! with a certificate of insurance signed by an independent
insurance broker with respect to the insurance carried on the Boxcars.
All :

taken out in the name of Lessee and SSI (or

its interests may appear.

, F. &SI agrees to reimburse Lessee for all taues, assess-—
nents and other governmental charges of whatsocevery kind orxr character
vaid by Lessee and by whonscever payable on or relating to each Boxcax
and on the lease, delivery or cperation thereof which may be accrued,
levied, assessed or imposed during the lease term oxr which remain
unpaid as of the date of delivery of such Boxcar to Lessee, except
taxes on net income imposed on Lessse and sales and use taxes im-
‘posa2d on the mileage -charges and/or car hive revenues. S537 shall
forward to Lessee all sales and use taxes received by it on behalf
of Lessee. S5SI and Lessee will comply with all state and local laws
regquiring the filing of ad valorem tax returns on the Boxcars.

SSI and Lessee shall review all tax returns prior to £iling, it
being understood that such review will be made in a prompt fashion
in order to prevent any late filings and charges. ‘

6. Rantal'Charges

' . A. Lessee agrees to pay the following Rental Charges to
SSI for the use of 8SI's Boxcars: : S

(i} SSI shall receive as rental payments
amounts equal to all of the mileage charges and car
hire revenues (including both straight and incentive
per dien) pavable to Lessee by other railroad companies.
if the utilization of all of the Boxcars on an aggregate
basis for each calendar vear shall be egual to or less
than ninety (90} percent. For the purpose of this ,
Lease Agreement, utilization of the Roxcars shall be.
determined by a fraction, the numerator of which is

that per diem is earned on the Boxcars, commencing from
‘the initial loading, and the denominator of which is '
the aggregate number of days in each year that the




Boxcars are on ]v& se. Lo Lessee, commencing from the
initial loading. In additicn, $Si shall receive as
additional rental all car hire revenues earned by the
B0%Cars p}LOT to their initial loaﬂing;' o

{ii) In fh@ ovcﬂt the utlll"aiion exce@n
ninety (90) percent in any calendar vear, 58I shall
recelve an amount equal to the 85I Base Rental plus.an

amount equal to one-half of the revenues earned.in
excess of the S5SI Base Rental. For the purpose of

this Lease Agreement, 58I Base Rental shall be an amounu
equal to the total mileage charges and- car hire

revenues for the calendar yvear nultiplied by a- frdctlon,
the numerator of which is ninety (90) percent and the
denominatoxr of which is the utilization for such calendar
year. (The above determination of S5I Base Rental
insures that Lessee will, if the utilization is greater
than ninety {90) percent in aiv calendar year receilve
one-~half of the all mileage and car hire revenues

earned by Lessee in excess of the S3I Base Rental.)

The Rental Charges pavable to SS5I. by
vaid from the monies received by
ollowing order until SSI receives
it pursuant to this Section 6: (1)

hire payments; (2) straight car hire

(2) mileage charges. :

calculations reguired above shall be made

wonths after the nnd of each calendar year.

€8T to meet its financial commitments, SSI

h calcnlations r,taln ninety—-three (93) percent
eived by it on bzhalf of Leasce.u However, since
to determlna on a quarterly basis the approximate
am U“L of thb rental paynent dus 58I, 85I shail w1th1n-three (3)
months after the end of nach calendar quarter, calculate on a
guarterly basis rather than a yearly basis, the amount due it
pursuant to this section. Any amounts pavable pursuant to the

B o
“é

~preceding sentence shall be paid promotly following such calcula-

tion, providsd, however, that fellowing the yearly calculation, any
amount paid to either party in excess of the amounts required by

the yearly ca?culatlon shall be promptly refunded to the appropriate
party. ’

C. 1In the event a fraction, the numerator of which is
the aggregate number of days in the immediately preceding four (4)

‘calendar guarters commencing with the first full four. (4) cale 1&a1

quarters after receipt of the last Boxcar on the Schedule execute
concurrently herewith, and the denominator of which is. the aggregate
number of days that the Boxcars were available to the Lessee during
such peariod less the aguregate number of davs the Boxcars were out
of service on foreign railroads not earning car hire revenues FOE
any reason, 1is less than 87.5 percent, 85I may, at its .option an _
upon not less than thirty (30) dayvs prior written notice to Lessee,
terminate this Lease Agreement with respect to such number of Doxcars
as is necessarv to brincg the utilization of the Poxcars up to '
ninety (90) percent; U*ov1a=4 however, that prior to such t
mination Lesseé mav have the option of paying SSI an amount ecual
i

ng -

C

to the difference between the anount SSI actually received dur
said four (4) calendar quarto.u'and_the amount SSI would have
received had a utilization rate for the Boxcars of 87.5 percent been
achieved. : o ' ’ : :




D. 85I may, at its option, terminate this Lease Agree-—,
ment on thirty (30) days written notice to Lessee 1f the I

shall, at any tim=, (i) issue an order reducing incentive per

dien for Boxcars on an annual basis to three (3) months or lass,

or (ii) determine that Lessee may not apply its net credit balance
from incentive per -diem scttlements in payment of the Rental Charges
set forth in this section. Lessece may, in any event, terminate this
Lease Agreement if for any reason governmental regulations or orders
prohibit Lh@ paymﬁnt of the Rental Charges described in this Section
6. _ :

. If any Boxcar suitable for loading remains on Lessee's

railroad tracks for more than seven (7) days, SSI may, at its option
and upon nct less than twenty-four (24) hours prior written notice,
terminate this Lease Agreement as to such Bowcar and withdraw such
Boxcar from Lessee's rallroad tracks, except when such Boxcar is

awaiting its initial loading. If any such Boxcar
railroad tracks more than seven (7)) days becaus

remains on Lessee's
e Lessee has not given

‘preference to $SI's Boxcars as specifiied in Section 3B, Lessee shall
be liable to 58I an amount eqgual to the car hirs revenues Lessee
would have esarned such Boxcars were in the physical possession

and us2 of
of seven {7)

ﬁ

r rallroad for the entire period after the expiration
provided that there shall be excluded from the

Lessee 1s regulred to hold the Boxcars at the direc—

-action t“kcn or caused by, S55I. :

7. ILessse's Assumpildn of Record Keeping and Receipt of Rental Charges

At any time during term of this Lease Aqreem nt after
havi reguested that S8I perform the record “coplng referred to in
Section 4.8 and 4.C of this Lease Agreement, at its sole Q¢J51ction
Lessee may, upon prior written notice to SSI, take over and assume
from SSI as soon as is practicakle but in no event later than six

N

{6) months after receipt of notice by 88I, all record-keeping func-
tions, record cf pevments, charges and correspondence related to

the use of the Boxcars In addition, upon the giving of the notice.
provm”cd for above, tne parties will, as soon as practicable but

in ro event later than six (6) nonths, make aryvangeiments for the ,
receipt of Rental Charges by Lessee rather than SS5I, it being undexr-
stood that upon receipt of such Rental Charges by Lessee, Section

6B of the Lease Agreement will automatically be deemed to bL revissd
to read as follows:

“B. The calculations required above shall be

made within three (3) months after the end of each calendar
year. However, since the parties desire that rental pay-—
rents be made currently so that SSI may meet its financial
commitments, Lessee shall remit to 58I on the first business
day of each month, the full amount of all pavments recsived
by Lessee (less any deduction authorized to be made by Lessee
under the terms of this Lease Agreement) during the next
preceding calendar month from any car hire settlement with
respect to any Boxcar leased hereunder. Following-the yearly
calculation, ona-half c¢f any amount paid to SSI in excess

of the 5851 Base Rental shall be duouﬂtoa by Lessee from sub-—
equ@nt Rental Charges.” '

W]

8., Possession and Use

A. 5o long as Lessee shall not be in default under this
Lease Agreement, Lessee shall be entitled to the possession, use
and guiet enjoyment of the Boxcars in accordance with the terms



of this Lease Agreement and in the manner and to the extent Loxr&t;
are customarily used in the railroad freight businesf.' Lessee
agrees that to the extent it has physical possession and can con-
‘trol use of the Boxcars, the Boxcars will at all times be used
and opuratcd under and in complionce with the laws of the juris-
‘diction in which the same may be lecated and in compliance with
all lawful acts, rules and reculations nd orders of any govern-
mental bodies or officers having power to regulate or supervise
the use of such property, except that either SSI or,L.@ch may in
good faith and by appropriate proceedings contest the application
cf any such rule, regulation or order in any reas onablp manner
 ana upon prLO? communication to the other paruy o i

B. Lessee will not directly or indirectly create, oxr.
incur any mortgege, pledge, lien, charge, encumbrance, or other
security interest or claim on or with respect to the Boxcars. or
rany interest therein or in this Lease Agreement or Schedule there-~
to. Legssee will prompitly, at its expense, take such action as
. may be neces sary to duly discharge any such mortgage, pledge, lien
charge, encunmbrances, security interest, or claim if {he same shal
arise c"l&,T any time. . : -

7
1

-9, Default pemedies Upon Default

A.  The occurrence of any of the following events
shall be events of fault: ' ‘

_ (i) The non-payment by Lessee or SS8I of any
sum reguired hereunder to be pald by Lessee or 831
within thirty (30) days after written notice thercof;

(ii) The failure of SSI to comply with the
provisions of Section 7;

(iii) ‘The dafault by Lewoav or S5S5SI under.any
other material term, covenant, cor condition of this
sase Agreement which 1s not cured within thirty (30)
ddjs aftor viritten notice thereof by c1+ber party to
i-he other; :

(iv) Eny affirmative act of insolvency by
Lesseée or SSI or the filing by Lessee or SSI of any .
petition or actiocn under any bankrurptcy, reorganiza-
tion, insolvency or moratorium law, or any other law
or laws for the relief of, or relating to, debtors;

(v) The filing of any involuntary petition
under any bgnhruptcj, reorganization, insolvency or

noratorium law agaeinst Lessee or S5SI that is nct dis~
missed within sixty (60) davs thereafter, or the '

appointment of any receiver or trustee to take possession
of the pLOQLr‘l“f of Lessee or 85I unless such petition
or appointment 1s set i withdrawn or ceases to
be in effect within sixty (60} cdavs from the date of
said filing or appointment; :

)
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(vi) Tne subjection of anv of lLessee's or
551's property to any lovy seizure, assignment, appli-
cation or sale for or by any creditor or governmental
agencys: : ' '




. (vii) The termination of & y insurance coverage
reguired of Lessee or SSI by this Lease Agl@mman.

B. Upon the occurirence of any evenlt of default,'ss,

or Lessce may, at its respective option, terminate this Lease
Agreenent and nmay p’Ovaﬂ by apprcepriate court action to enforce
.performance by the defaulting party of its obligations under the -
terms of this Lease Agreement or to recover damages for the brecach
thereof. Lessee and SSI agree that the defeulting party shall

bear the costs and expenses, including reasonable attorn@yf‘ fees
" of any such action. Upon the event of default solely of Lcssee,
S8I may, b y notice in writing to Lessee, terminate Lessee's right
of po&s,gslon of the Boxcars, whereupon all right and interest

of Lessee in the Boxcars shall terminaté; and thereupon SSI may

by its agents enter upon any premises where the Boxcars may be
located and take possession of them and thenceforth hold, possess
and enjoy the same free from any right of Lessee. SS8I shall
nevertheless have a right to recover from Lessece any and all rental
amounts which under the terms of this Lease Agreement may then bﬁ
due or which ma; have eccrued to that date.

10. 'TCV%wnwbwo

nd after the exp on or termination of this

pirati

Le any Boxcars, Lessee will surrender possession
of g possession or subsequently received by Lessee
by &zl T 2 to such dzstination as may be designated
by SEX 35 niing, delivery, storage and transporting of the
Boxcears shall be at the expense and risk of £8I. A Boxcar shall

be deemed terminated and no longer subject to this Lease Agreement
upon the removal of Lessee's rallroad markings from the Boxcar, at
tha direction of, or by any of the parties hereto, and the placing
“hereon of such markings as may be designated Oy S8I. The changing

of the markings shall occur as follows:

- (i) If such Boxcars are on the railroad
line of Lessee upon such expiration or termination,

or are subseguently retnrrned to Lessee's railroad line,
lLessee shall, at Lessee's expense (except when the ter~
mination of the Lease Agreement is due to the fault

of 85I, then at $SI's expense) and within ten (10)
working days after written nctice is received from

e

.8S8T, remove Lessee's railroad markingu from the Box~-
cars and place thereon such minimum railroad identi-
ficatiocn marklng as required by the AAR and as deplg—

nated by 88$I. After the removal and replacement of
markings, Le shall use its best efforts to load
such Boxcars with freight and deliver them to a. connecting
carrier for shipment. Lessee shall provide up to ten
(10) gays fron storage on its railroad trecks for
S5 or the subsequent lessee of any terminated Boxcar.
For any storage mxter the tenth dav hereunder, Lessee
may charge SSI published storage charges as the
reasonable cost of such storage, or may, a2t its option,
arrange for sultable storacge of such Doxcar with per--
sons not a party to this Lease mg:”*nmng at the sole
rluk, cost and expense of-SS¢,.or ' ’

w0

o

o
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: {ii) If such Doxcars are not on the *All~
road line of Lessee upon termination, all costs of
assembling; delivery, marking, storing and transporting
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such Boxcars to Lessee's railroad line or the railroad
line of a subsequent lessee shall be borne by SSI.

B. Notwithstanding anvthing in this Lease Agreement
to the contrary, and in consideration of Lessee entering into this
Lease Adraemne Itel, upon termination of th Lease Mgreement for
any reason and in the event of S$SI's failure to make full and
prompt payment of its obligations hereunder or completely perform
all of its other obligations hereunder for a period of sixty (60)
days after S5I's receipt of a written reguest from Lessee so to
do, hereby guarantees full and prompt payment and complete
perfornance of all of S51's obligations under this Lease Agreement.
In connection with this guarantee of payment and performance, ,
Itel represents, warrants and covenants to Lessee that Itel is a
corporation duly organized, validly existing and in good standing
under the laws of the State of Delaware with full power to execute
and deliver this Lease Agreement and the guarantee contained herein

and to perform its obligations hereunder; that all such actions have
been Aduly authorized by all necessary corporate action, are not in
A 2 2 r

conflict with any vrovision of applicable law or regulation or the
charter or by-laws 0f ITtel or with any agreement to which Itel is :
a2 party; that nhas cemplied with all applicable laws and regula- -
tions, and ;S sary governmental and regulatory
authority, . :1s and consents to enable Itel to perform its obli-~
gatilons hereu and that this Lease Agreement and the guarantee

; legal and pinding obligations of Itel.

A. 88T will defend, indemnifyv and hold harmless Lessee
from and ageinst {i) any and all loss or damage of or to the Box- -
cers, unless occurring through the fault of Lessee while Lessce
has vhysical possession of the Boxcars and (ii) any claim {patent or
otherwise), cause of action, damage, liebility, fines, cost or
expense {(including legal fees and costs) to which the Boxcars may

i

P

be subject or which may be incurred in any manner by or for the

account of any such Boxcar (unless occurring through the fault of
Lessee) relating to the Boxcars or any part thereof, including without
limitaticn the construction, purchase, delivery of the Boxcars to
Lessee's ralliroad line, ownership, leasing or return of the DBoxcars,
or as a result of the use, maintenance, repalr, replacement, operation
or the condition thereoi (whether defects, if any, are latent or are -
~discoverable by SSI or Lessee). : : '

B. Any expense of any kind vhatsoever incurred by Lessee,
which is reguired under the terms of this Lease Agreenmsnt to be borne
by S$8I, shall be paid promptiy by S$SI to Lessee upon written request -
therefor by Lessee, including, but not limited to, costs, expenses,
fees and charges relating to maintenance, repair or inspection per-
formed on any railroad rolling stock which Lessee is reguired to
perform or caused to have performed pursuant to governmental or AAR
regulations as a result of this Lease Agreement. S '

12. Warranties and Cocvenants

Lessee and SSI respectively represent, warrant and covenant
to each other that: ' : o
(i) Lessee and SS8I are corporations dulv
organized, wvalidly existing and in good standing under
"the laws of the respective states where they are in-
‘corporated, and have the corporate power and authority




......

and are duly gualified and authorized to do business
where, in the reasonable opinicon of thelr respective
management, they deem it necessary to carry out '
their present business and operations and to own or
hold under lease their properties and to perform their
obligaticns under this Lease Agreement.

(ii) The entering into and performance of
this ILease Agreement will not violate any Jjudgment, order,’

in any breach of, or constitute a default under, or result
in the creation of any lien, charge, security interest or
other encumbrance upon any assets of Lessee or S5 or on
the Foxcars (except for equipment financing entered into
by 88T for the construction of such Boxcars) pursuant to
any instrument to which Lessee or $8I is a party or by
which they ox their assets may be bound. ~

$ no action or proceeding pending’
assee or S5I before any court or
r other governmental body which

naterial adverse effect on the business,
or conditions,. financial or other—

(iv) Lessee is not a party to any present agree-
ment or instrument or subjsct to any charter or other cor-
porate restriction which, at the time of entering into
this Lease Agreement, will individually or in the aggregate
materially adversely affect Lessee's ability to perform
its obligations under this Lease Agreement.

(v) Lessee has during the years 1964-1968
neither leased nor purchased any boxcars.

13. Inspection

- 88T shall at any time during normal business hours have’
the right to enter Lessee's premises whare a Boscar imay be located
for the purpose of inspecting and examining the Boxcars to insure .
Lessee's compliance with its obligations hereunder. Lessee shall
notify S8SI of any accident of which it has knowledge connected
with the malfunctioning or operation of any Boxcar, including in
such report the time, place and nature of the accident and the
damage caused to property, the names and addresses of any persons
injured and of witnesses and other information pertinent to Lessee's
investigation of the accident. Lessee shall also notify SSI in
writing within five (5) davs of receipt ¢f notice of any attach-
ment, tax lien or other judicial process affecting any Boxcar.

. Upon S88I's written request, Lessee shall furnish a copy of its
annual report submitted to the ICC and copies of any other income
or balance sheet statements required to be submitted to the ICC.

14. Miscellaneous

hereby shall be binding upon and shall inure to the benefit of the
parties hereto and their respective successors and assigns. BExcept
for an assignment by SSI to its-parent or a subsidiary or affilidte
or an assignment to a financial or banking institution Tor in- '
~debtedness incurred by $SI, neither S8SI nor Lessee may, without

the prior written consent of the other, assign, this Lease Agreement

=10~



;or'any of its rights hereunder or sublease the Doxcars to any
party, and any purported -assignment or sublease in violation hereof
shall be void. . ' S

o B. - Both parties agree to execute the documentsfcontem-'
.plated by this transaction and such other documents as may be
required in furtherance of this Lease Agreement.

C. It is expressly understood and agreed by the parties:
hereto that this Lease Agreement constitutes only a lease of the
Boxcars and no joint verture or partnership 1is being created. Not-
withstanding the calculation of rental payments, nothing herein
shall be construed as conveying to Lessee any right, title.or

" interest in the Boxcars other than as a lessee.

: o D. No failure or delay by SSI or Lessee shall con-
stitute a weiver or otherwise affect or impair any right, power or
remedy available to 8SI or Lessee, nor shall any walver or :
indulgence bv $8I or Lessee, or any partial or single exercise of

any right, vower or remedy preclude any other or further exercise

or the exercise of any other right, power or remedy.

thereof

. This Lease Agreement shall be .governed by and con~
ing to the laws of the State of California.

F. &1l notices hereunder shall be in writing and shall
given whnen delivered personally or when deposited in the

i . postage prepaid, certified or registered, .
resiaent of S5I or Itel or the CGeneral Manager
o pective address set forth above or to such other
may be specified by any party in a notice to all other
in accordance herewith. N -

G. This Lease Agreement constitutes the entire agree-
ment between the parties relating to the subject matter hereof and
supersedes any previous written or oral agreement in connection '
therewith. ' : ‘ :

H. This Lease Agreement may be executed in multiple
counterparts, each of which shall be considered as an original
and such counterparts shall together constitute one agreement

“1l- -
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between the parties hereto.

_ N WITNESS WIIERTOF, the parties hereto have executed
this Lease Agreement as of the day and year first above written.

ITEL CORPORATION

,By V‘[

Lt o AN

1~
Title
Date . rif

Title

-Date

SABINE RIVER & NORTHERN RAILROAD
COMPANY -

N
!

i // L& ,/ LA

: ; A7
Title ﬁﬁi@(/ ,//”d
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- EQUIPMENT SCHEDULE
o L ' _ : Sabine River & Northern Railroad
88T Nail Corp. hercby leases the following Boxears -

s bo e .. pur-
. suant to that certain Lease Agreement dated as of -2/« ¢ 0

1974

CCAAR ' . , . - - Dimensions No.
- Mech. ) .

. S Ingide Doors " of
© Desig, Description Numbers Length © Width Heieht Width Cars

¥ | 50% General [SRN 5000-[50'6" | 94" {11'3" | 10' | 200
. | Purpose Boxcar © 5199 Lo

~ (TITLE)
. -'n /‘? ,""r ’“—.
DATE: .2/ 2 ¢ /'/ o
B A




STATE OF OHIO )
$S
COUNTY OF LUCAS ) o

On this 26th day of March,' 1976, before me pérsonaﬂy
avppeared Mell Nelson to me personally knciwn, who .being
by me duly sworn says that he is Vice President of the

Sabine River & Northern Railroad Company, by authority

of its Board of Directors, and he acknowledged that the
execution of the foregoing instrument was the free act

and deed of said corporation.

-':C,.»'l.,) | AJ’<7‘/ i/ -

No‘”f:ary Public

>

. ”r:‘t«"i!.lr k‘{ELCH
NOTARY PUBLIS, LUCAS COUNTY, DHID

o,

My Commisslon Explras: Hovember 29, 1978
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C T STATE OF CALIFORNIA

!
.,

)
: )  SS
COUNTY OF SAN FRANCISCO ) -

On this 30th day of March, 1976, t;efo re me personally appeared
;\Nilliam J. Texido, to me pe r‘lsscm‘ally knowr, who t:;eirng byA me
duly sworn says that he i&ssPresaidr—:mt of 551 FQ&iltﬁofp. s by
authority of its Board of Di‘r‘éétor‘s, and he acknowledged that 'the
éxecutibrw of the for"egomg_ir*)f«;fr"umazrwt was the free act.ar\d deed

£

of said Corporation.
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